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Fiscal Estimate Narratives
DOR 10/14/2011

LRB Number 11-3113/1 Introduction Number AB-0006 |Estimate Type  Original
(SE1)

Description
Adopting federal law as it relates to excluding from an employee's income certain payments from an

employer related to medical care

Assumptions Used in Arriving at Fiscal Estimate

Under current Wisconsin law, insurers are required to offer coverage for children of an insured subscriber if
the child meets the following criteria:

s unmarried;

e under 27 years old; and

* not eligible for group health care coverage offered by an employer and for which the premium contribution
is no greater than the premium amount for his or her coverage as a dependent under his or her parent's
policy or plan.

This bill adopts federal law as it relates to exempting from taxation certain payments made by an employer
to an employee to reimburse the employee for costs he or she has paid for medical care for an adult child.
The bill also applies for self-employed persons, members of Voluntary Employees' Beneficiary Associations,
and retired employees. The bill first applies to taxable years beginning on January 1, 2011.

Based on data provided by the Wisconsin Office of the Commissioner of Insurance (OCl), the U.S.
Department of Health and Human Services, and the U.S. Census Bureau, it is estimated that the share of
health insurance benefits attributable to approximately 15,900 qualifying Wisconsin individuals will become
exempt from state income tax when this provision becomes effective. Moreover, as a result of an actuarial
study commissioned by OClI, it was estimated that the imputed share of those benefits is approximately
$1,747 per adult child per year. Applying the average marginal tax rate for wage earners with adult children,
6.56%, the bill is expected to reduce revenue by approximately $1.8 million annually (15,900 x $1,747 x
6.56%).

Long-Range Fiscal Implications
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